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SUBJECT: EC/IRAN PREFERENTIAL AGREEMENT 
REF: A) EC BRUSSELS 9310 B) STATE 254498 

1. WE SPOKE WITH AN EC COMMISSION CONTACT WHO PARTICIPATED 
IN THE RECENT FINAL ROUND OF EC/IRAN EXPLORATORY TALKS IN 
TEHRAN (CASPARI MISSION, SEE REFTEL A). OUR SOURCE SAID 

THE TALKS WERE, EXPECTED, LARGELY TECHNICAL, FOCUSING 
ON IRAN'S DEVELOPMENT AND EXPORT PLANS AND HOW THESE MIGHT 
RELATE TO THE EC. THE IRANIAN SIDE MADE IT QUITE CLEAR 
THAT IT STILL WANTS ACCESS TO EC MARKETS ON THE SAME LINES 
AS OTHER MEDITERRANEAN COUNTRIES (I.E. PREFERENTIAL )~OR, 

AS OUR SOURCE PUT IT, "MOST FAVORED MEDITERRANEAN NATION 
(MFMN) TREATMENT". 

2. COMMINGINT ON THE POSSIBILITY THAT THE SHAH HAS, OR 
IS, RECONSIDERING HIS EARLIER INSISTENCE ON PREFERENTIAL 
TREATMENT, OUR CONTACT SAID THAT WHILE THERE HAVE BEEN 
REPORTS THAT THE SHAH IS NOW TALKING ABOUT "AN AGREE- 
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MISSION STILL SAY "PREFERENTIAL AGREEMENT". 

3. PROCEDURALLY THE COMMISSION IS NOW FACED WITH THE 
DIFFICULT CHORE OF REPORTING TO THE MEMBER STATES ON 
THE RESULTS OF THE EXPLORATORY ROUNDS, AND MAKING ITS 
RECOMMENDATIONS ON THE TERMS FOR A MANDATE TO OPEN NE- 
GOTATIONS WITH IRAN. CASPARI'S OFFICE IS NOW WORKING 

ON A DOCUMENT TO BE SUBMITTED TO COREPER, BUT OUR CON- 
TACT THOUGHT IT WOULD BE DECEMBER AT THE EARLIEST 
BEFORE THE COUNCIL COULD BEGIN TO DISCUSS THE QUESTION. 

4. IN SUMMING UP THE RESULTS OF THE EXPLORATORY ROUNDS, 
OUR SOURCE MADE TWO COMMENTS. FIRST. HE SAID THAT IN 

HIS VIEW THERE COULD BE NO SIGNIFICANT MOVEMENT FROM THE 
COMMISSION'S POSITION AGAINST A PREFERENTIAL SOLUTION, 
RATHER THAT THE IRANIANS WILL HAVE TO BE MORE FLEXIBLE. 
(HE WOULD VENTURE NO OPINION ON THE QUESTION OF WHETHER 
THE COMMISSION CAN KEEP THE MEMBER STATES IN LINE, HOW- 
EVER.) SECONDLY, HE SAID THAT THE TALKS HAVE PRETTY MUCH 
CLARIFIED THINGS ON THE ECONOMIC SIDE 
AND THAT WHAT REMAINS IS A POLITICAL PROBLEM FOR IRAN. 

THE SHAH IS VERY CONSCIOUS OF THE VALUE OF STRONG 
LINKS WITH EUROPE IN THE CONTEXT OF HIS COUNTRY'S PROXI- 
MITY TO THE SOVIET UNION. THE SOLUTION, IN OUR CON- 
TACT'S VIEW, WILL HAVE TO BE SOME SORT OF HIGH RANKING, 
POLITICALLY PRESTIGIOUS ARRANGEMENT, SUCH AS AN 
ECONOMIC COOPERATION SOLUTION ALONG LINES PROPOSED 
FOR EC/CANADA, WHICH WILL NOT BE PREFERENTIAL IN THE 
TRADITIONAL MEDITERRANEAN SENSE, BUT WILL PROVIDE 
IRAN WITH A "PRIVILEGED" RELATIONSHIP WITH EUROPE. 
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